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On Jan. 20, the Argentine government launched the first phase of a five-year program to convert
$1.9 billion in foreign debt to investment in domestic enterprises. In 1988, Buenos Aires plans to
convert $300 million in debt to equity, while $400 million annually will be converted through 1992.
In debt-equity swaps, foreign creditors trade debt they hold to the borrower nation's central bank
for local currency at a discount, and then invest the funds in a local enterprise. Typically, the creditor
is a company that has purchased loan paper from a bank that wants to terminate its relationship
with the debtor country. According to bankers cited by the Washington Post, as of Jan. 20 investors
had presented bids on debt-equity swaps worth a total $224.6 million. Under terms agreed on
between the government and creditors, investors can cover up to 70% of project costs with funds
raised by the swap. Investors are expected to cover the remaining 30% of costs with new monies.
On Jan. 25, the Argentine government announced the acceptance of six bids worth a total $101.8
million in debt exchanged for about $63 million in domestic investment (equity in Argentina-based
enterprises). The largest accepted bid was offered by Swift Argentina S.A. for construction of a
meat processing plant. Total cost of the project is $70.92 million. Swift, a unit of Campbell Soup
Co., swapped $62.949 million in debt for $40.83 million to help finance plant construction. Another
large bid accepted by the government involved the exchange of $12.248 million in debt for $7.716
million worth of investment in a cellulose processing plant. Four other bids were offered at higher
discounts from debt face value than Swift's debt-equity swap. Included are processing plants for
sunflower and sorghum seeds, meat, and seed corn. Discounts on loan paper face value ranged
from slightly over 40% to 35.1%. The next phase of the debt-equity swap program is set for midMarch. The government has limited the program to new private sector investment, and ruled out
the sale of interests in 450 state companies. (Basic data from Argentine news agency DYN, 01/25/88;
Washington Post, 01/23/88)
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